I. INTRODUCTION
Inventory decisions such as when to order and how much to order for different items of consumption or sales are indeed very important. These affect financial performance of a firm through capital being tied up due to lost sales or production. Delivery delays or stock outs caused by such decisions may affect customer satisfaction. There are many inventory models available in the literature to determine economic order quantity. In those classical EOQ models it has been considered that demand is deterministic but in actual practice it is not possible to have a fixed demand. Therefore it is necessary to consider a stochastic demand.
In probabilistic Inventory models demand is described by a probability distribution. The developed models categorized broadly under continuous and periodic review situations. The periodic review model includes both singleperiod and Multi -period cases. probabilistic inventory models with probabilistic demand and supply are more appropriate in many real situations.
In some cases, EOQ is a bound for the optimal order quantity.
Many probabilistic models have been proposed by several authors by using various demand patterns. Most of the literature dealing with probabilistic inventory models assumes that the demand rate as the probability distribution of the demand rate rather than the exact value of the demand rate itself is known. Nita Shah (1993) In this study we assume that the demand rate is probabilistic in nature with lead time distribution as exponential. The price breaks for the quantity to be ordered is also considered in this model. The objective is to find the optimal order quantity with price breaks and optimum reorder level. In purchasing cost, the price breaks for the quantity to be ordered is also incorporated into the model. The Inventory policy calls for ordering the quantity y whenever the inventory drops to level r. The Reorder level r is a function of the lead time between placing and receiving an order. The total cost function with price breaks involving setup, holding, purchasing, and shortage costs are given by TCU (ym,r) is followed by The cost function TCU(y m ) starts on left with TCU 1 (y m ) and drops to TCU 2 (y m ) at the price break point q, the above figure reveals that the determination of the optimum order quantity y m * depends on where the price break point q lies with respect to zones I,II and III delineated by (0,y m ), (y m ,Q) and (Q,∞) respectively. The value of Q (>y m )is determined from the equation. TCU 2 (Q) = TCU 1 (y m, r) The optimal order quantity with price breaks for different zones is determined from the following steps
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